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1 Q. PLEASE STATE YOUR NAME, ADDRESS,AND POSITION.

2 A. My nameis Dhiaa M. Jamil. My businessaddressis 526 South Church Street,

3 Charlotte, North Carolina. I amGroup Executiveand ChiefNuclearOfficer for

4 DukeEnergyCarolinas,LLC (“Duke EnergyCarolinas”or the“Company”).

5 Q. WHAT ARE YOUR PRESENT RESPONSIBILITIES AT DUKE ENERGY

6 CAROLINAS?

7 A. As Group ExecutiveandChiefNuclearOfficer, I amresponsiblefor the safe and

8 efficient operationof the Company’sthreenuclear generatingstations,McGuire,

9 Oconee,andCatawbanuclearstations.

10 Q. PLEASE SUMMARIZE YOUR EDUCATIONAL BACKGROUND AND

11 PROFESSIONAL EXPERIENCE.

12 A. I graduatedfrom theUniversityof North Carolinaat Charlottewith aBachelorof

13 Sciencedegreein electrical engineering. I am a professionalengineerin South

14 Carolina andNorth Carolina, andhavecompletedthe Institute of NuclearPower

15 Operations’ (“INPO”) senior nuclearplant managementcourse and receivedmy

16 Duke Energy technicalnuclearcertification. I servedasa seniormemberof the

17 Institute of Electrical& ElectronicsEngineers(“IEEE”) andrecentlycompleteda

18 three-yearassignmentas a memberof the Council of the National Academyfor

19 Nuclear Training. I was also a memberof the Dominion Energy Management

20 SafetyReview Advisory Committee,the TVA NuclearSafetyReview Board,the

21 PGE NuclearSafetyReview Board, and servedon the York County Chamberof

22 Commerceboardof directors. I amcurrentlya memberofthe CharlotteResearch

23 Institute Boardof Directors,Electric PowerResearchInstitute, ExecutiveCouncil

2



1 Nuclear Power, the INPO Executive Advisory Group, and the NuclearEnergy

2 InstituteNuclearStrategicIssuesAdvisoryCommittee.

3 I beganmy careeratDukeEnergyCarolinasin 1981 asa designengineerin

4 the designengineeringdepartment. After a seriesof promotions,I was named

5 OconeeNuclearStationelectricalsystemsengineeringsupervisorin 1989; electrical

6 engineeringmanagerin 1994; maintenancesuperintendent,McGuire Nuclear

7 Stationin 1997;stationmanagerofMcGuire in September1999;andvicepresident

8 of McGuire Nuclear Site in September2002. I was namedvice presidentof

9 CatawbaNuclearStationin July 2003 with responsibilityfor all aspectsof thesafe

10 andefficient operationof thenuclearsite. In December2006 I wasnamedsenior

11 vicepresidentof nuclearsupport,andI wasnamedto my currentrole in February

12 2008.

13 Q. WHAT IS THE PURPOSE OF YOUR TESTIMONY IN THIS

14 PROCEEDING?

15 A. The purposeof my testimony is to discussthe developmentwork performedand

16 costs incurredto dateby Duke EnergyCarolinasfor the William StatesLee, ifi

17 Nuclear Station (“Lee Nuclear Station”), as well as to describethe anticipated

18 developmentwork and costs to be incurredduring the period January 1, 2008

19 through December31, 2009. I also provide backgroundregardingDuke Energy

20 Carolinas’currentnuclearfleet andoperationsanddiscussthegeneralstatusof the

21 developmentofnewnucleargenerationin theUnitedStates.

22 Q. PLEASE DESCRIBE DUKE ENERGY CAROLINAS’ EXISTING

23 NUCLEAR GENERATIONPORTFOLIO.
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1 A. Duke Energy Carolinas’ nuclear generationportfolio consistsof approximately

2 7,000MWs of generatingcapacity(6,996MWs operated;5,020MWs owned)from

3 three generatingstationswith sevengenerationunits. OconeeNuclear Station,

4 locatedin OconeeCounty,SouthCarolina,begancommercialoperationin 1973 and

5 wasthe first nuclearstationdesigned,built andoperatedby DukeEnergyCarolinas.

6 McGuire Nuclear Station, locatedin MecklenburgCounty,North Carolina began

7 commercialoperationin 1981. Duke EnergyCarolinasjointly ownsthe Catawba

8 NuclearStation,locatedon LakeWylie in York County,SouthCarolina,with North

9 Carolina Municipal Power Agency Number One (“NCMPA”), North Carolina

10 Electric MembershipCorporation(“NCEMC”), PiedmontMunicipal PowerAgency

11 (“PMPA”) andSaludaRiverElectric Cooperative,Inc. (“SaludaRiver”).

12 Q. PLEASE DISCUSS DUKE ENERGY CAROLINAS’ NUCLEAR

13 OPERATIONAL PERFORMANCE.

14 A. The Companyhasbeena leaderin nuclearperformance.DukeEnergyCarolinasis

15 notalonein its excellence,asall U.S. nuclearoperationshavecontinuedon a steady

16 paceof improvements.Operatingcosts for theCompany’snuclearfleet areamong

17 the lowest in the nation. Over the courseof the nuclearfleet’s operation,the

18 Company’snuclearperformancehasimproveddramatically. In particular,shorter

19 refuelingoutagesand improvedforcedoutagerateshavecontributedto increasing

20 thecapacityfactorsachievedby theCompany’snuclearfleet.

21 For example,2007 was an exemplaryyear for the performanceof Duke

22 EnergyCarolinas’nuclearunits. Thenuclearsystemcapacityfactorfor 2007 was

23 92.36%,the third highestin history of the fleet, andthreeof the sevenunits set
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1 individual capacityfactorrecords. During the summerof 2007,our nuclearfleet

2 seta systemrecordof 107 continuousdayson line. Individualunitsalso recorded

3 significantcontinuousrunmilestonesin 2007,with Oconee3 completinga record

4 continuousrunof432 days,McGuire 1 completingits second-longestcontinuous

5 runof446 days,andCatawba2 alsocompletingits second-longestcontinuousrun

6 of 475 days. This operational experiencewill serve us well during the

7 developmentandoperationoftheLeeNuclearStation.

8 Q. IN GENERAL, WHAT IS THE CURRENT STATUS OF NEW NUCLEAR

9 GENERATIONIN THE UNITED STATES?

10 A. Nucleargenerationis undergoinga revival; accordingto NEI data,between15 and

11 20 newnuclearprojectsareplannedacrosstheUnitedStatesby 2020. Thisrenewed

12 interest is attributableto severalfactors, including (a) a need for newbase load

13 generationcapacityoverthenextdecadein manyareasofthecountry,mostnotably

14 in the Southeast;(b) recognition, both internationallyand domestically, in the

15 environmental benefits of nuclear generation as the focus on air emissions

16 heightens,particularlyas climatechangeregulationreceivesgreaterconsideration;

17 (c) the needfor Americanbusinessand industry, for whom thepriceof electricity

18 can bea significantcomponentofoverall operatingcosts,to remaincompetitivein

19 global marketsas othercountriesmaintainorevenincreasetheir relianceon nuclear

20 generation;(d) risingandoftenvolatile pricesassociatedwith the fuelsusedin fossil

21 generationassets,particularlynaturalgasbut alsocoal; and(e) increasingconcerns

22 about our nation’s energy security and energy independence.This interesthas

23 evolvedinto plannedprojectsas the result of the demonstratedsafe, reliable,and
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1 economicaloperationofthecurrentfleetofnuclearpowerplantsoverthepasttwo

2 decades,bothin theU.S. andworldwide.

3 While all of thesefactorshaveled many utilities to announcenewnuclear

4 projectsoverthepastcoupleofyears,significantfmancial,regulatory,andtechnical

5 challengesremainto be resolved. As a result,we haveseennew federalandstate

6 legislation,includingnewlaws in SouthCarolinaandNorthCarolinathatencourage

7 thedevelopmentof newnucleargeneration. Thepriornuclearconstructionperiod

8 existedunder a regulatoryprocesswhere safety reviews were performedby the

9 NuclearRegulatoryCommission(“NRC”) while the facility wasunderconstruction.

10 Additionally, eachpower station was designedindividually, with only limited

11 standardizationemployed,and operatingexperiencefrom deploymentof this new

12 technology was factored continually into the review process.These factors all

13 contributedto projectcostandscheduleuncertainty.

14 Today, standardizeddesignsare being proposedfor deploymentand the

15 nuclearregulatoryreview and approval processhasbeenchangedto provide for

16 completionofthesafetyreviewsbeforesubstantialconstructionis authorized.Both

17 thestandarddesignsandthereviewstandardshaveincorporatedthelessonslearned

18 from operationof thecurrentfleet of overonehundrednuclearpowerunits in this

19 country. Thecombinationofthesechangesshouldlogically leadto amuchhigher

20 level ofpredictabilityofprojectcostandschedule;however,this assumptionhasnot

21 yetbeendemonstrated.

22 Thekeyto makingthis newapproachsuccessfulwill bethequalityplanning

23 andpreparationthat is performedin advanceof beginningsubstantialconstruction,
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1 thus necessitatingtheneedto incur significantdevelopmentcoststo assureproject

2 success.

3 Q. PLEASE DESCRIBE THE PROPOSEDLEE NUCLEAR STATION.

4 A. TheLeeNuclearStationwould be constructedin CherokeeCounty,SouthCarolina,

5 attheCompany’sformerCherokeeNuclearStationsite.DukeEnergyCarolinashas

6 selectedthe WestinghouseAP1000 reactor technology, which is an advanced

7 nuclearpowergenerationtechnologythatusesthe forcesofnatureandsimplicity of

8 designto enhanceplant safetyandoperations,andreduceconstructioncosts. The

9 plant utilizes the bestcomponentsof currentlydeployedtechnologies,providing a

10 high confidencethat the facility will operateathigh levelsof safetyandreliability.

11 Eachunit hasagenerationcapacityof 1,117MW, andtheprojectedannualcapacity

12 factor of the Lee NuclearStation is expectedto exceed90% basedupon current

13 DukeEnergyCarolinasnuclearfleet performance.

14 Q. PLEASE DESCRIBE THE DEVELOPMENT ACTiVITIES AND

15 ASSOCIATED COSTS INCURRED BY DUKE ENERGY CAROLINAS

16 THROUGH DECEMBER 31, 2007.

17 A. Duke EnergyCarolinasincurredpre-constructioncostsof $69.6million, including

18 $8.3 million in accruals,through December31, 2007. This developmentwork

19 consistsofthefollowing:

20 COLA Preparation— includes Duke Energy Carolinas’ labor, expenses,and

21 contract support for preparationof the Combined Construction and Operating

22 License(COL) Application submittedto theNuclearRegulatoryCommissionon
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1 December13, 2007. It also includestheactivity of selectingtheplant technology

2 andthecostofcommunityinvolvementactivities.

3 Land and Right-of-Way Purchases— includes thepurchaseof land associated

4 with theCherokeesite andtheinitial purchaseofrail right-of-way.

5 Site Restoration and Development — includes site remediation, ongoing

6 demolitionofexistingsite structures,planningfor site infrastructure,e.g. rail, water,

7 andsewerservices,andgeneralsite maintenance.

8 Engineeringand Construction Planning — includes costsassociatedwith the

9 preliminaryengineeringandconstructionplanning requiredto establisha firm cost

10 and scheduleas necessarybefore enteringinto an engineering,procurement,and

11 constructionagreement;plus additional engineeringand planning necessaryto

12 supportoverallprojectschedule.

13 Q. PLEASE DESCRIBE THE ANTICIPATED DEVELOPMENT ACTiVITIES

14 AND ASSOCIATED COSTS FOR THE PERIOD JANUARY 1, 2008

15 THROUGH DECEMBER 31,2009.

16 A. The following generalcategoriesof pre-constructionwork are anticipatedduring

17 calendaryears 2008 and 2009 to continuethe developmentof the Lee Nuclear

18 Station:

19 NRC Reviewand hearings,which include all estimatedcostsassociatedwith NRC

20 ReviewFees;costsrequiredto answerNRC datarequestsregardingthe COLA, and

21 associatedlegalfees.

22 Land and Right of Way Purchases,which include thecostof acquiringland for

23 the site aswell as landfor transmissionandrailroadright ofways.
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1 Site Preparation, which includescosts associatedwith completing remaining

2 demolition of structurespreviously constructedas part of the prior Cherokee

3 Nuclear Facility. This category also includes costs associatedwith ongoing

4 industhal security; utilities; miscellaneousminor site maintenance;and funds

5 requiredby theDepartmentofHomelandSecurityfor nuclearpowerplant licensees

6 andapplicants. Also includedarecostsassociatedwith designingrail, water,and

7 sewerupgradesfor the facility prior to thepointof awardingbidsto contractors.

8 Project Planning and Engineering, which includes costs associatedwith

9 developing an engineering, procurement, and construction contract with

10 WestinghouseElectric Corporation - Shaw Stone and Webster(“Westinghouse!

11 Shaw”), the consortiumdeliveringthe A? 1000 nuclearunits. This categoryof

12 costsalsocoverssite-specificengineering;constructionplanning;and somelimited

13 initial paymentson long-lead material and equipment items such as: Reactor

14 CoolantPumps,ContainmentVessel,ReactorPressureVessel,SteamGenerators,

15 ControlRod Drive Mechanisms,andCondenserCirculatingWaterPiping.

16 Duke Energy Carolinasanticipatesspendingup to $160 million for this

17 necessarypre-constructionwork for the periodJanuary1, 2008 throughDecember

18 31, 2009. This estimateis basedupon the bestinformation availableto Duke

19 EnergyCarolinasatthistime. Westinghouse/Shawprovidedupdated,detailedcost

20 informationin mid-December2007 for the designandconstructionportionof the

21 project. Duke Energy Carolinas is currently evaluating the revised

22 Westinghouse/Shawinformation, as well as the design, engineering and

23 constructioncosts of the project which will be borne directly by the Company

9



1 (e.g., transmissionline upgrades,railroad right-of-way), ratherthan through the

2 EPC contractwith Westingbouse/Shaw.In additionto the Company’sinternal

3 evaluation,an independentassessmentof the costinformation is planned. Duke

4 EnergyCarolinas anticipatesthat this work to review the cost informationwill

5 take severalmonths. As the information is refined during the development

6 process,weexpectthe overall costestimateto increase.The timing of receiptof a

7 Certificateof EnvironmentalCompatibility andPublic ConvenienceandNecessity

8 (“CPCN”) from the Conmiissionfor the Lee Nuclear Station would also affect

9 whethercertaincosts are consideredto be pre-constructionor construction-related

10 from a regulatoryperspective.As with anymajorproject,DukeEnergyCarolinas

11 anticipatesupdating its estimateand scheduleperiodically, and will updatethe

12 Conmiissionaccordingly.

13 Q. WHY DOES DUKE ENERGY CAROLINAS SEEKING APPROVAL OF

14 THE PRUDENCE OF THE DECISION TO INCUR OBLIGATIONS

15 RELATED TO LONG LEAD PROCUREMENT iTEMS?

16 A. Duke Energy Carolinas believes that payments required to ensure the timely

17 fabricationand delivery of long-leadprocurementitems suchas ReactorCoolant

18 Pumps,ContainmentVessel, ReactorPressureVessel,SteamGenerators,Control

19 Rod Drive Mechanisms,andCondenserCirculatingWaterPiping areprudentand

20 constitute “pre-constructioncosts” becausesuch payments are required “pre-

21 Construction” obligations to ensurethat the Lee Nuclear Station can remain an

22 option for commercialoperationin the 2018 timeframe. The Companydoesnot

23 currently know with precisionwhich items would require long-leadprocurement
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1 decisions,howfar in advancethosedecisionswouldhaveto bemade,or theamount

2 or timing of advanceobligationsthat would be requiredto secureand maintaina

3 place in the fabricationqueuefor thoseitems. However,our cost estimateand

4 developmentscheduleanticipatestheReactorCoolantPumps,ContainmentVessel,

5 Reactor PressureVessel, Steam Generators,Control Rod Drive Mechanisms

6 CondenserCirculatingWaterPiping,plus numerousotherpowerplant components

7 will needto be orderedand certainadvancepaymentsmadewell before on-site

8 constructionactivity actuallycommenceson theproject.

9 Q. WHY DOES THE COMPANY’S APPLICATION SEEK APPROVAL FOR

10 DEVELOPMENTCOSTS TO BE INCURREDTHROUGH 2009?

11 A. In order to continueto preservetheoptionto havethe LeeNuclearStationavailable

12 to serve customers in the 2018 timeframe, the Company must continue its

13 developmentefforts without interruption or delay. As I have alreadydiscussed,

14 DukeEnergyCarolinashassignificantdevelopmentwork plannedoverthenext two

15 years. A greatdealofthedevelopmentwork plannedfor 2009is anextensionofthe

16 work commencedin 2008. Becausethe Companyis uncertainas to what point the

17 activitieswill transitionfrom “development”to “construction” (following receiptof

18 theCPCN from the Conmiission),Commissionapprovalnow to incurdevelopment

19 coststhrough2009will bemoreefficientand reducethelikelihoodofpossibledelay

20 or interruption.

21 Q. WHY DO THE DEVELOPMENT PLANS INCLUDE TWO UNITS AT THE

22 LEE NUCLEAR STATION?
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1 A. As CompanywitnessJaniceHagerdiscussesin hertestimony,the2007 AnnualPlan

2 includesonenew nuclearunit in 2018 in the selectedresourceplan for the Base

3 ReferenceCaseandCarbonReferenceCase,but the actionplancallsfor pursuing

4 licensing of two new units over the planning horizon becauseof uncertainty

5 associatedwith futurecarbonregulation.Thereis no materialincreasein costs for

6 obtainingaCombinedConstructionandOperatingLicensefor two units ratherthan

7 a singleunit; seekinga licensefor a single unit, thenseparatelypursuinga license

8 for asecondunit would resultin incurringunnecessarycosts. Therearetwo aspects

9 to the licenseapplicationreview process:a safety review and an environmental

10 impactreview. Sincethetwo proposedunitsare identical,thesafetyreviewforboth

11 units simultaneouslyis not materiallymore complexthanthe review for a single

12 unit. The environmental impact review is more comprehensivewhen it is

13 performedfor all potentialunits atthe site ratherthanassessingthe impactof each

14 unit separately and independently. The pre-construction costs are largely

15 independentof whetheroneor two unitsultimately areconstructed.Thereferenced

16 $230 million in developmentcosts through 2009 does not include any Unit 2-

17 specific costs. Planningfor two units at this stagepreservesthe option should

18 carbonregulationor other changesdevelopin thenext few years,andaccordingly,

19 Duke Energy Carolinas is seeking approval of its decision to continue the

20 developmentfor bothunitsoftheLeeNuclearStation.

21 Q. DOES THE COMPANY RETAIN FLEXIBILITY TO ADJUST THE

22 DEVELOPMENT PLANS FOR THE LEE NUCLEAR STATION?
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I A. Yes. As wecontinuethedevelopmentprocessandgainadditionalinformationfrom

2 the Westinghouse/Shawconsortiumas to cost and delivery estimates,as well as

3 updatetheannualintegratedresourceplanninganalysis,DukeEnergyCarolinascan

4 modify the developmentplansaccordingly. However,atthis time, we believeit is

5 prudentto incur the developmentcosts set forth in the Company’sapplicationto

6 continueto preservethe Lee NuclearStation as an option to serveour customers’

7 needsin the 2018timeframe.

8 Q. DOES THIS CONCLUDE YOUR PRE-FILEDDIRECT TESTIMONY?

9 A. Yes, it does.
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